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KEY ECONOMIC INDICATORS - THE BAHAMAS 


All values in million Bah.$ unless Exchange rate as of Feb.1973: 
otherwise stated 1973 US$1.00=B$1.00 
1972 US$1.03=B$1.00 


1972 1973 1974 % Change 
~~ «2973/1974 


TOURISM 
Tourist Arrivals (Millions) 1.51 1.52 1.39 -8.5 
Air 1.05 1.02 97 -5.4 
Sea 47 -50 -42 -15.4 
Visitor days 6.26 6.38 6.48 +1.6 
Average length of stay (days) 6.17 6.93 6.97 +6.7 
Tourist Expenditures (estimated) $280.9 $302.0 $328.0 +8.6 


BALANCE OF PAYMENTS 
Gold & Foreign Exchange Reserves $36.0 $43.2 $49.7 #15.1 
(Official Foreign Reserves) 
Balance of Payments $3.4 $742 $6.5 - 9.7 
(Change in International Reserves) 
Visible Balance of Trade (1) -$134.2 -$182.8 -$167.1 + 8.6 


MONEY AND PRICES 
Government Revenue (estimates) $103.5 $114 $122.5 
National Debt $94.8 $109.1 $141.0 
Public (total direct charge) $65.3 $72.0 $108.2 
Contingent Liability (public corps.)$29.5 $37.1 $32.8 
Public Debt Service Ratio 10.4% 5.2% 6.3% 
(Interest redemption/Govt. Revenue) 
Retail Price Index (1971=100) 101.3 109.8 124.2 
(New Providence) 


TRADE 
Exports (and re-exports), f.o.b. 
TO Us5. 
U.S. Share 


Imports (c.i.f.) 
From U.S. 

U.S. Share 

From United Kingdom 
U.K. Share 

From Canada 
Canadian Share 


CONSTRUCTION AND POWER 
Building starts New Providence 
Number of buildings 
Value 
Building starts Freeport 
Number 
Value 
Electricity Produced(million kwh) 
Nassau 
Freeport 





SUMMARY 


The Bahamian economy continued to hold its own in the face 
of world-wide economic difficulties. Foreign reserves 
continued to increase despite the quadrupling of the 
Bahamian oil bill since 1973. The annual rate of inflation 
has slowed considerably and is one of the lowest in the 
world. 


Tourism is the mainstay of the Bahamian economy and The 
Bahamas continued to be the most popular non-US offshore 
destination in the Western Hemisphere. The Bahamas 
received more tourists than Jamaica and Bermuda combined. 
Although two major hotels in Freeport closed and tourist 
arrivals were down over 1973, three important indicators 
were up - visitor days, average length of stay and 
tourist expenditures. 


The US continued to increase its domination of the 

Bahamian domestic market with imports from the US accounting 
for 67% of all imports (excluding oil) in 1974 compared to 
59% in 1973. 


The Bahamian’ Government is actively seeking new foreign 
investment and they are optimistic at the prospects of 
doing so in 1976. 1974 saw estimated new investments of 
$265 million. Opportunities exist both for US investment 
and exports for light industries, petroleum transshipment 
terminal refineries, and agri-business. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The Bahamas can be classified as a fairly stable middle-income 
developing country whose economy continued to hold its own in 1974. 
The economic problems it does face, however, are due more to the 
impact of the world's economic situation, particularly the American 
economy, than they are to any left-over political uncertainties which 
surrounded Bahamian Independence. 


The downward trend of the Bahamian economy, which begain in 1970, 
appears to have bottomed out in 1972 and The Bahamas has been 
experiencing a more stable leveling off period. Inflation slowed 
considerably with the pattern of price increases running only 1% 
higher than the U.S.' Unemployment is a growing problem, however. 
While there is still concern about the possibility of the economy 
stagnating, economic planners are cautiously optimistic that a 
period of renewed economic activity will occur before the end of 
1976. 


Tourist Industry: Tourism is the dominant sector of the economy, 
generating more than 70% of GNP and 60% of their foreign exchange 
supply. Although there were 132,000 fewer tourist arrivals in 1974 
than 1973, three key indicators were up - the average length of stay, 
visitor days and tourist expenditures. Even with fewer tourist 
arrivals, however, The Bahamas remained the most popular non-U.S. 
offshore destination in the Western Hemisphere. 


The decrease in tourist arrivals can be directly attributed to the 
energy crisis as first fuel shortages and then higher operating 
costs caused airlines and cruise lines to cut back on schedules. 
The result was fewer scheduled air seats available and fewer 

cruise ship visits to Freeport and Nassau. Freeport was particu- 
larly hard-hit and two large luxury hotels closed for an indefinite 
period of time. Room occupancy in Nassau was up +7.4% over 1973 
with an average occupany of 63.7%. Although the hotel industry in 
Nassau continued to lose money, it lost less than 1973's estimated 
$7 million. 


The 6.7% increase of average length of stay is largely due to the 
fact that a rapidly increasing percentage of visitors are coming 

to The Bahamas from the United Kingdom, Europe and Canada. This 

is a positive trend for The Bahamas as these visitors stay longer 
than Americans who are close enough to come for just a weekend. 


Trade Figures and Patterns: The trade figures appearing in the 
table of Key Economic Indicators are from the Bahamian Department 
of Statistics. 

The Bahamas is becoming an 
important oil transshipment point into the United States, as well 
as a growing refinery site. Over 85% of Bahamian oil exports were 
to the United States ($1.1 billion in 1974). The major exporters 





of oil into The Bahamas were Saudi Arabia ($491.3 million), Nigeria 
($319.7 million) and Venezuela ($279.8 million). (See sections on 
Industrial Sector and Trade Prospects). 


The Bahamas' Balance of Payments (change in international reserves) 
remain in a relatively favorable position despite the quadrupling 
of its oil bill since 1973 and the extreme openness of the economy. 
The country's official foreign reserves have shown strong growth 
and reached almost $50 million at the end of 1974 (a percentage 
change over 1973 of +15). The Visible Balance of Trade improved 

in 1974 by 8.6% in part due to a decreased demand for non-oil 
imports. 


Financial Community: The Bahamas remains a major international 
banking center with more than $15 billion of Eurodollars traded 
annually through Nassau. There are over 100 bank branches doing 
primarily Eurodollar business, and many others doing so secondarily. 
Banking, which accounts for over 13% of GDP and 9% of employment, 
will continue to be an important factor in the Bahamian economy. 
The movement of some trust accounts from The Bahamas to other tax 
havens in 1972 has not only stopped but reversed itself as some of 
the major accounts are now returning to Nassau. The Central Bank 
is one of the best run institutions in The Bahamas and enjoys a 
high rate of confidence from the banking community. 


Construction Industry: The construction industry is still suffering 
the effects of the 1970 drop-off in the economy. Several major 
construction projects were completed in 1974: $1 million Central 
Bank building; $150 million expansion of BORCO and $1 million 
desulpherization unit; expansion of Syntex; $3 million steel pipe 
factory; $50 million Burmah Oil Transshipment Terminal. Although 
there are plans in various stages of development for major 
construction none are expected to begin in the immediate future 
(i.e. $6 million Convention complex, a new transshipment terminal, 
cement plant, sugar mill, abatoirs etc.).Construction of new 
schools is still under way, however, in Nassau and the Family 
Islands. 


Industrial Sector: BORCO is currently operating at less than half 
capacity and has postponed the opening of the new desulpherization 
unit because of decreased demand for oil in the U.S. The new 
Burmah transshipment terminal (jointly owned by the Bahamas 
Development Corporation) has done less well than was anticipated 
for the same reason. Bahamas Cement is also operating at half 
capacity because of the fall off in the Florida construction 
industry. The new steel pipe plant, however, did so well in its 
first six months of operation that it is considering doubling its 
capacity. 
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Other than the export-oriented industries in Freeport (those 
mentioned above and steroid hormones) and a rum factory in Nassau, 
the industrial sector is still limited. Local industries include 
soft drink bottling plants, two canning operators, a cottage 
industry of handprint fabrics, dairies, and a bleach factory. A 

new garment factory (undershirts) will open soon. Nearing comple- 
tion are plans for plants to manufacture fiberglass pleasure boats, 
toilet paper and beer. 


Government Policy and Action: The basis for the Government's 
policy on development, industrial diversification and investment 
remains as expressed in the 1972 White Paper on Independence. Its 
basic premises are threefold: effective control over the national 
economic environment; maximization of benefits to The Bahamas from 
domestic and foreign investment; increased Bahamian ownership and/ 
or participation in business activity where feasible. 


The GCOB is aware of the realities of the Bahamian economy: the 
over-riding importance of tourism; the extreme openness of the 
economy; and the necessity of providing a stable political and 
social environment. The Ministry of Tourism has a healthy budget 
($8.6 million a year) and is one of the most effectively run 
Ministries in the Government. Thought is being given to both 

the benefits and problems which will be created by the advent of 
One-Stop Charters. Since the Government's purchase of three luxury 
hotels in 1974 it has been exposed to the problems of the industry 
from both sides of the fence. 


While taking action to ensure the health of tourism in The Bahamas, 


the Government is still striving to diversify the economy in order 
to decrease its dependence on one sector, create more employment 
for Bahamians, and reduce to some extent their reliance on imports. 


To alleviate the almost total dependence on imported food, the 
Government is pushing the development of agriculture and looking 
for ways to exploit the fishery resources of the waters around The 
Bahamas. USAID is assisting through a livestock research and 
development project on Andros Island (BARTAD). Agriculture, for 
the most part, has traditionally been subsistence farming. The 
UNDP is helping train Bahamians in modern fin fishing methods. 

The GCOB is hoping for a large expansion of the local crawfish 
industry following its declaration of the spiny lobster as a 
creature of the continental shelf in July 1975 and the concomitant 
exclusion of non-Bahamian lobster fishermen from the Bahamas banks. 
Such an expansion should give impetus to the Government's goal of 
developing a fish and seafood canning and freezing industry where 
foreign investment is already encouraged. 


A stable political and social environment is a fundamental requirement 
for an economy based on tourism and the outlook for that stability is 
good. Both major political parties are committed to principles which 
would foster the environment needed for economic growth, investor 
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confidence, and political stability. When assessing the economic 
future of The Bahamas, it should be remembered that it is an 
extremely open one and that it is particularly influenced by 
shifts and changes in the U.S. economy. 


IMPLICATIONS FOR THE UNITED STATES 


Trade Prospects: The United States is the trading partner of The 
Bahamas. U.S. consumer goods have the competitive edge, because 
Bahamians are heavily exposed to Miami television, radio and news- 
paper advertising. The quality, shorter delivery time, lower 
freight costs, ease of ordering,favorable exposure of U.S. products 
and better financing more than off-set the slightly lower customs 
duty advantage enjoyed by goods from the U.K. and Commonwealth 
countries. 


U.S. exports to The Bahamas accounted for 67% of all Bahamian 
imports excluding oil in 1974 (59% in 1973). A trade profile 
recently compiled by the Embassy shows that: 


Since 1971 total Bahamian imports have been steadily increasing, 
reaching $313.6 million in 1974. 


The value of U.S. imports has been increasing at a greater rate 
than total imports. 


The U.S. market share is increasing - 62% in 1970, 67% in 1974. 
The trend in both the short and long term is for increasing U.S. 
dominance in all categories. 


The U.S. is the leading supplier in all major categories except 
Beverages and Tobacco which is dominated by Common Market countries 
(not including the United Kingdom). However, the U.S. is increasing 
its share and value of this market as well. 


Major export opportunities do or will exist for equipment for oil 
transshipment terminals, refineries, and related areas such as a 
ship repair facility. As new industrial and agri-business invest- 
ments come to The Bahamas, opportunities will exist for capital 
goods in factory equipment and farm machinery. The Government will 
also need additional equipment for improvement of the water and 
sewerage systems. In view of relatively high labor costs, the 

hotel industry is in the market for labor saving products, fast food 
preparation equipment, and convenience-type food. 


Investment Outlook: A new interest is being shown by prospective 
foreign investors, following a period of hesitancy which resulted 

from concern about the GCOB's Bahamianization policy and political 
uncertainties attendant on the general elections of 1972 which led 

to Independence. U.S. investments, estimated at just over $1 billion, 
account for more than half of direct foreign investment in The Bahamas. 
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The largest single US investment is the BORCO refinery and transshipment 
terminal ($300 million) with the tourist sector accounting for the 

major share of other US investments. Other estimated direct foreign 
investment is: Canada $300 million; U.K. $145 million and Germany 

$10 million. 


Investors in The Bahamas, both foreign and domestic, benefit from 

the tax-haven status of the country, e.g. there are no corporate, 
capital gains, profits or personal income taxes. Other incentives 

for investors are offered through the Industries and Hotel Encouragement 
Acts. These grant relief from import duties for plant machinery, tools, 
equipment, raw materials and in the case of hotels, the material and 
furnishings imported for constructing a hotel. There is, however, a 
moratorium on the building of additional hotel rooms in Nassau and 
Freeport at the present time. 


Both Government officials and private individuals who are concerned 
with attracting new investment to The Bahamas are optimistic for 
1976. They view the following factors as ones which will greatly 
improve investor interest: the advent of One-Stop Charters (OTC); 
implementation of the Generalized System of Preferences of the 1974 
US Trade Act; the ACP Lome Agreement (an Agreement with the EEC 
which accords tariff benefits to certain developing countries); and 
a hoped-for up-turn in the US economy. 


The Bahamian Government is actively seeking new foreign investment 
and opportunities exist for investment in export-oriented, tourist 
support, import substitution and light industries. Opportunities 


in tourist and resort developments are still excellent in the Family 
Islands. Capital-intensive investments with an already established 
market are the most propitious for the Bahamian situation. 


Bahamianization of the work force is one of the principal aims of 
the Government, therefore, the use of foreign personnel should be 
limited as far as possible. Work permits are issued to ex-patriates 
when no qualified Bahamian can be located to fill the position. 
Although there can still be administrative delays in issuing the 
permits, the situation has eased a great deal, and this should be 

an additional factor in improving the investment climate. While 

not required by the GCOB, it would be useful if investors considered 
their manpower needs over a 2 to 5 year period and prepared a 
realistic program of Bahamianization - including training - for as 
many positions as possible initially held by ex-patriates. 


Prospective investors should contact the Ministry of Development 
(P.O. Box 1611, Nassau, The Bahamas) and the Bahamas Development 
Corporation (P.0. Box N-4940, Nassau, The Bahamas) and are 
invited to discuss their projects with the Economic/Commercial 
Section at the American Embassy (P.0. Box N-8197, Nassau, The 
Bahamas, located on Queen Street. Telephone (809) 322 1700). 
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